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EXHIBIT A 

STANDARD REINSURANCE AGREEMENT 
(July 1, 1997) 

between the 

FEDERAL CROP INSURAMCE CORPORATION 

and the 



(Insurance Company Name) 



(Ciry and State) 

This Agiticmcnt establishes the terras and conditions under which FQC will provide subsidy and 
reinsurance on eligible crop insurance contracts sold or reinsured by the above named insurance 
company. This Agreement is authorized by the Act and rcgularions promuigarcd theretindcr 
codified in 7 C JJl. chapter IV, Such regulations arc incorporated into this Agreement by 
reference. The provisions of this Agreement that are inconsistent with provisions of State or local 
law or regulation wiB supersede such law or regulation to the extent of the inconsistency. This is 
a cooperative financial assistance agreement between FQC and the Company to deliver eligible 
crop insurance under the authority of the Act. For the purposes of this Agreement, use of the 
plural form of a word includes the singular and use of the singular, form of a word includes the 
pluraJ unless the context indicates otherwise. The headings in this Agreement are dcsqriptivc only 
and have no legal effect on FQC or the Company. 

SECTION L DEFINrriONS 

"Act" means the Federal Crop Insurance Act, as amended (7 U.S.C. 1501 cLSCflO- 

"ActuariaJ data master file" means the hard copy and EDP compatible information distributed 
by FCIC that contains premium rates, program dates, and related information concerning the dbp 
insurance program for a crop year. 

"Additional coverage" means a plan of crop insurance providing a level of coverage equal to or 
greater than 65 percent of the recorded or appraised average yield indemnified at 100 percent of 
the projected market price, or a comparable insurance plan as determined by FCIC 

" A&O subsidy" means the subsidy for the administrative and operating expenses authorized by 
the Act and paid by FCIC on behalf of the producer to the Company, 

"Administrative fee" means the processing fee \hc policyholder must pay in accordance with the 
Act and 7 C-F.R. chapter IV. 
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**AeencY" means ihc person or entity with a coritraci or agreement with the Company or its 
MGA to sell and service eligible crop insurance contracts under the Federal crop insurance 
program. 

"Agent" means an individual licensed by the State in which the agent docs business under 
conoact with a Company, its managing general agent, or any other endty, to sell and service 
eligible CTt3p insurance contracts. 

"Agreement" means this Standard Reinsurance Agreement, all Appendices, all referenced 
documents including Manual 13 and the Approved Manual 14. 

"Annual Settlement means the settlement of accounts between the Company and FCIC for the 
reinsurance year» beginning wi± the February monthly transaction cutoff date following the 
reinsurance year and continuing monthly thereafter as necessary. 

"Approved Manual 14" means the Guidelines and Expectations for the delivery of the Federal 
Crop Insurance Program (Manual 14) as it exists 30 days prior to the date on which the Plan of 
Operation must be submitted to FCIC with respect to such reinsurance year. 

"Billing date" means the date specified in the actuarial data master file as the date by which 
policyholders are billed for premium due on eligible crop insurance contracts. 

"Board" means the FQC Board of Directors, 

*'Book of business" means the aggregation of all eligible crop insurance connects in force 
between the Company and its policyholders that have a sales closing date within the reinsurance 
year and are eligible to be reinsured under this Agreement 

"Cancellation date" means the date by which the Company or policyholder must notify the other 
that coverage under an eligible crop insurance contract issued by the Company is canceled for a 
succeeding crop year. The day following this date is considered as the date a continuous eligible 
crop insurance contract carried over from the previous crop year is renewed for the subsequent 
crop year. 

"Carryover crop insurance contract" means eligible crop insurance contract thai has been in 
force for at least one crop year term and continues in force for another crop year term after the 
cancellation date. 

*'Catastrophic risk protection (CAT)" means an eligible crop insurance contraci that is in 
accordance with section 508(b) of the Act. 
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" Cede" means to pa5S to FGIC aU or pan of the nci book premium and associated liability for -I 

ultimaic net losses on eligible crop insuiunce concracis wrinen by a Company under this | 

AgrccmcnL I 

"Claims supervisor'' means any person having immediate day-to-day supcivisory control (e.g., 
assienine and reviewing work of Company employees or exercising appropriate management of 
contractors) over the acdvirics of loss adjusters or other persons who deccnninc whether an 
indemnity will be paid and the amounL 

•'Code of Federal Regulations (C JJl.)" means the code published annually in acconlancc with 
the Federal Rc^ster Act (44 U.S.C. chapter 15) by the Office of the Federal Register that 
contains each published Federal regulation of general applicability and legal effccL 

^HTompany" means the private insurance Company named on this Agreement. 

"Company payment date" means the last business day of the month. 

"Competing agency" means an agency selling or servicing any eligible crop insurance contraa in 
any county (including all counties adjoining such county) in which anodicr agency has sold oris in 
the process of scUing any eligible crop insimnce coniracL 

**Contract change date" means the date specified in the crop insurance contraxrt by which FGIC 
must publish all changes to the crop insurance contract in order to make such changes binding on 
the Federal Crop Insinancc Corporation, the Company, and the policyholder. 

**Crop insurance contract" means an agreement (with the terms in effect as of the contract 
change date) to insure the insurable interest of an eligible producer in a single crop in a single 
county as provided by the application, the General* or Common Crop Insurance Policy, the Crop 
Endorsements, the Basic Provisions, the Crop Provisions, the Special Provisions, the Catastrophic 
Risk Protection Endorsement, as applicable, the Actuarial Table, and any other instrument or 
endorsement as approved by FQC, 

"Data Acceptance System (DAS)" means the EDP system that receives, and accepts or rejects 
the Company subnutied data upon which all payments to FQC and the Company are bascd. 

**Electronic data processing (EDP)" means the electronic process by which informarion is 
digitally transfened, used, and storcd. 

" Electronic fund transfer (EFT)" means the prtx;css by which funds aie electronically 
transferred between FCIC's account and the Company's account 
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"Eligible crop insurance contract" means a crop insurance contract that is sold and serviced 
consistent with the Act, 7 C J.R. chapter IV, FCIC approved rcgularions and procedure, at 
applicable rates, terms, and special condidons: having a sales closing date within the reinsurance 
vcar, to an eligible producer, covering a crop in an area approved by FCIC; and on forms 
approved in writing by FCIC, 

"Eligible producer'* means a person who meets all the conditions for eligibility specified in 7 
C.RR. chapter IV. 

"Employer identification number (EIN)" means the idcntificarion number for an individual, 
bijsiness entity, or a foreign cnticy obtained from the Internal Revenue Service pursuant to section 
6109 of the Internal Revenue Code of 1986. 

"Federal Crop Insurance Corporation (FCIC)" means the wholly-owned govcnmicnt 
Corporation widiin the United States Department of Agricxiltuie authorized to carry out all 
actions and programs authorized by the Act 

"FCIC payment date^' means the first banking day following the 14th calendar day after FCIC 
receives the monthly summary or annual settlement rcpon and supporting data from the Company 
upon which any payment is based 

"Group risk plan (GRP)" means crop insurance coverage based upon the average yield realized 
by a group of producers as determined by FCIC. 

*T[nsurabIe interest" means the portion of an insured crop a person has at risk in the event of an 
insurable loss. 

"Insurance Plan" means the type of insurance coverage provided on a crop. For example, a 
cix)p may be insured under the GRP plan, a revenue insurance plan, or a guarantccd-yicid plan. 
Differences in levels of coverage do not create different plans, 

"Limited coverage" means an insurance plan offering coverage that is equal to or greater than 
50 percent of the recorded or appraised average yield indemnified at 100 percent of the projected 
market price but less than 65 percent of die rccorcied or appraised average yield indemnified at 
100 percent of the projected market price, or a comparable insurance plan as determined by FCIC 

"Loss ratio" means the ratio calculated by dividing the ultimate net loss by the net book 
premium, expressed as a percentage. For example, the ratio of SI ultimate net loss to 50 cents 
net book premium would be expressed as 200 percent. 
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"Managing general agent (MGA)" is an cnriry that meets the definition of managing general 
agency under the laws of the State in which it is incorporated, or in the absence of such State law 
or Teguladon, meets the definition of a managing general agency in the National Association of 
Insurance Commissioners* Model Acl 

*TVIanual 13" means the Data Acceptance System Handbook for the reinsurance year for which 
this Agreement is effective. 

"Net book premium" means the total premium calculated for all eligible crop insurance 
contracts, less A&O subsidy, cancellations, and adjustments. 

"Person" means any individual or legal entity possessing the capacity to contract 

*TIan of Operations" means the information and documents required from the Company under 
Appendix 2 of this AgrccmenL 

"Policyholder" means an eligible producer who has been issued one or more eligible crop 
insurance contracts. 

"Producer premium" means that portion, of the FCIC approved insurance premium for the risk 
of loss that the policyholder must pay. 

^Tlecords" means original docimienis, including original signed documents that may have been 
recorded, copied, or reproduced in the original form by any photographic, photostatic, microfilm, 
microcard, miniatun: photographic, optical disk, electjonic imaging, electronic data processing, or 
clectromcally transmined facsimile technology: Prnvided. That any signature contained on the 
original is preserved, 

"Reinsurance account" means an account maintained by FQC by which a portion of the 
Company's imdcrwriting gains may be held for funue distribution. 

"Reinsurajice year" means the period from July I of any year through June 30 of the following 
year and identified by reference to the year containing June. All eligible crop insurance contracts 
with sales closing dares within the reinsurance year arc subject to the terms of the Agreement 
applicable to that reinsurance year. 

'^Retained" as applied to ultimate net losses, net book premium, or book of busirwss, means the 
remaining liability for ultimate net losses and the right to associated net book premiums after all 
reinsurance cessions to FQC under this AgrccmenL 

"Revenue insurance" means plans of insurance providing protection against loss of income 
which are designated as such by FCIC 
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"Risk subsidy" means ihac porrion of the FCIC approved insurance premium for the risk of loss 
paid by FCIC on behalf of the policyholders. 

"Sales closing date" means the date csiablished by FQC as the last date on which a producer 
may apply far an eligible crop insurance contract on a crop in a specific county. 



o*^ 



^'SaJes supervisor"' means any person having immediate or day-io-day supervisory control (e.g. 
assi^ming and reviewing work of Company employees or exercising appropiiaie management of 
contractors) over the acrivines of sales agents, compering agencies or sales agency employees on 
behalf of the Company, 

"Satisfactory performance record" means a record of j)crformancc that demonstrates 
substanrial conformity with all requirements of this Agreement The Company or its MGA, if 
applicable, shall be deemed to have a sarisfactory performance record if any deficiency was caused 
by ciroOTistanccs beyond its control and where* as soon as it was made aware of die deficiency, 
it took timely and appropriate conecrive action. Material miscondua on the pan of any 
employee* agent, loss adjuster, or any other contiacior will not be considered as a deficiency 
beyond its control. Nothing contained herein affects the Company's liability under any other 
provision of this AgrccmenL Continued failure to meet requirements of the Agreement is a 
significant factor considered in determining satisfactory performance, 

"Social security number" ("SSN'*) means the identification number provided for an individual 
by the Social Security Administration, and may be the tax identification number (TIN)- 

*Transaction cutoff date" for weekly data leponing is 6 p jn, central time on Saturday of each 
week- The transaction cutoff date for the monthly summary reports is 6 pjn. central time on the 
Saturday occurring within the first fiill week (i-c, Sunday through Saturday) of the monttu 

^IJltimate net loss" means the amount paid by the Company under any eligible crop insurance 
contract reinsured under this Agreemem in settlement of any claim and in satisfaction of any 
judgment or arbitration award rendered on account of such claim, less any recovery or salvage fay 
the Company. Ultimate net loss may include interest and policyholder's coun costs related to the 
eligible cit^p insurance contract provisions or procedures that arc contained in a final judgment 
against the Company by a coun of competent jmrisdiction if FCIC determines: (1) that such 
interest or coun costs resulted froin the Company's substantial compliance with FCIC procedures 
or instructions in the handling of the claim or in the servicing of the policyholder or that the 
actions of the Company were in accordance with accepted loss adjustment procedures; and (2) 
that the award of such interest or coun costs did not involve negligence or culpability on the pan 
of the Company. Ultimate net loss may also include interest or policyholder's coun costs related 
to the crop insurance provisions or procedures thai are included in the settlement of any claim if 
FQC, in addition to the dctcnninanons included above, is advised of the terms of and the basis 
for the setdcment and dctcnnines that the settlement should be approved Under no circumstance 
are any pimirive or consequential damages included in the calculation of ultimate net loss, 
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"Underwriting" means the acceptance or icjcciion of individual insurance risk^ and determining 
the amounts and the terms by which the Company will accept the risk for an eligible crop 
insurance concracx. 

**tJnderffTiting gain'' means the amount by which the Company's share of retained net book 
pnrmium exceeds its retained ultimate net losses. 

*TJnderwTiting loss" means the amount by which the Company's share of retained ultimate net 
losses exceeds its retained net book pirmium. 

SECTION IL REINSURANCE 

A* General Terms 

1. Only eligible crop insurance contracts will be reinsured and subsidized under this 
AgrccmenL 

2. Except as specified below, the Company must offer all approved plans of insurance for 
all approved crops in any State in which it writes an eligible crop insurance contract 
and must accept and approve all applicarions from all eligible producers. Tie 
Company may not cancel the crop insurance contract held by any policyholder so long 
as the policyholder remains an eligible producer and the Company continues to write 
eligible crop insurance contracts within the State. The Company is not required to 
offer such plans of insurance as may be approved by FCIC under the authority of 
section 508(h) of the Act However, if the Company chooses to offer any such plaa, it 
must offer the plan in all approved states in whidi it writes an eligible crop insurance 
contraa and it must comply with all provisions of this paragraph as to such plan unless 
the Board determines that a separate and complete reinsurance agreement wiU be 
issued for the reinsurance of such plan. 

3. In exchange for the reinsurance premiums provided by die Company pursuant to this 
Agreement, FCIC will provide the Company with reinsurance pursuant to the 
provisions of this Agreement 

4. All eligible crop insurance contracts reinsured and subsidized under this Agreement 
must conform to the regulations published at 7 CFJL, chapter IV or as approved in 
writing by FCIC 

5. FCIC will not provide reinsurance, A&O subsidy, or risk subsidy for any eligible or 
ineligible crop instirance contraa that is sold ox serviced in violation of the terms of 
tius Agreement, 7 CF.R., chapter IV, FQC approved procedures or any written 
instructions of FCIC. 
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6. No porrion of the net book premium or the A&O subsidy may be rebated in any form 
to policyholders, except as authorized by the Aci and approved in writing by FCIC 
Neither the Company nor its agents shall assess service fees or additional charges on 
eligible crop insurance contracts reinsured and subsidized under this Agreement 
except as authorized by the Act and approved in writing by FCIC. 

7. Only the amount of net book premium authorized by FCIC in the approved Plan of 
Operations may be reinsured and subsidized under this Agreement. Whenever the 
Company reports an amount of net book premium greater than FQC authorized as the 
maximum reinsurablc net book premium, FQC may, at its sole discxedon, cause the 
net underwriting gain or loss for all States as defined in section ILD.S. payable to or 
by the Company to be reduced according to the ratio of the excess net book premium 
to the total reported net book premium. The excess will then be reinsured under this 
AgrccmenL The Company agrees to pay FQC an additional reinsurance premium 
equal to 5 percent of the excess net book premium whenever this provision applies, 

8. To be eligible for an Agreement, or continue to hold an Agreement: 

a. The Company must have adequate financial resources at the beginning of the 
reinsurance year as required by 7 CJrJL part 400, subpart L. If at any time 
during the reinsurance year the Company no longer has adequate financial 
resources, the Company must timely obtain such resources. 

b. The Company, and any managing general agent that it appoints or proposes to 
appoint must: 

L Have a satisfactory performance record: 

iL Have the necessary organization, experience, accounting and operational 
conn-ols, and technical skills to fulfill its obligations under the Agreement, 
or the ability to obtain them; 

iiL Have the necessary cquipmem to ftilfill its obligations under the 

Agreement, including, but hot limited to, EDP resources and facilities or 
the ability to obtain such cquipmenq and 

iv. Perform under a written contract or agreement with each other. 

B, Proportional Reinsurance 

Within each State, the Company, in accortiancc with its Plan of Operations, may designate 
eligible crop insurance contracts to a: (1) Assigned Risk Fund; (2) Developmental Fond; 
or (3) Commercial Fund 
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1 . Assigned Risk Fund 

a- The Company may designate eligible crop insurance contracts, including chose 
previously designated to a Developmental Fund, that have an aggregate net book 
premium not greater than the maximum cession limits specified in section 
n.B.lji to the Assigned Risk Fund for each State, The Company must retain 
20 percent of the net book pirmium and associated liability for ultimate net 
losses on these designated eligible crop insurance contracts, except as provided 
in sections ILB.l.c, and ILB-4. The liability for ultimate net losses not retained 
by the Company within each State will be ceded to FCIC in exchange for an 
equal percentage of the associated net book premium included in the Assigned 
Risk Fund in that S tate. 

b. The Company must designate eligible crop insurance contracts to the Assigned 
Risk Fund not later than the transaction cutoff date for the week including the 
30th calendar day after the sales closing date for the eligible crop instzrancc - 
contract unless: 

i. FCIC determines that conditions exist that would permit die policyholder 
to plant crops that are alternatives to the crops listed on the application for 
insurance, or there arc eligible crop insurance contracts transfcircd from 
the Farm Service Agency after the sales closing date. The Company may 
designate such alternative or transferred crop insurance contracts to the 
Assigned Risk Fund not later than the transaction cutoff date for the week 
containing the 30th calendar day after the acreage reporting date; or 

iL FCIC approves a written agreement for limited or additional coverage 
contracts of insurance after the sales closing date. The Company may 
designate such eligible crop insurance contracts to the Assigned Risk Fund 
not later than the transaction cutoff date for the week containing the 30th 
calendar day after FQC approvaL 

c. Unless odicrwise specified in the Agreement, in the event the aggregate net book 
premimn for all such cHgiblc crop insurance contracts exceeds the maximum 
allowable cession for any individual State, the amount ceded for each eligible 
crop insurance contract in such State will be reduced pn>-raa to the maximum 
allowable cession for that State. The net book premium and associated liability 
for ultimate net losses that exceed the maximum aDowable cession for an 
individual State will be placed in the appropriate Developmental Fimds for thai 
State on a pm ram basis. 

d. The Assigned Risk Fund maximum cession limits for each State arc: 
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Maxunum 




Maximum 


Siaic 


Cession 


State 


Cession 


Alabama 


50% 


Montana 


75% 


Alatlfa 


75% 


Nebraska 


20% 


Arizona 


55% 


Nevada 


75% 


Arkansas 


50% 


New Hampshire 


10% 


California 


20% 


New Jcn«y 


50% 


Qjlorado 


20% 


New Mexico 


55% 


Connecncut 


35% 


New York 


40% 


Delaware 


30% 


North Carolina 


20% 


Florida 


40% 


North Dakota 


45% 


Georgia 


75% 


Ohio 


25% 


Hawaii 


10% 


Okriahoma 


50% 


Idaho 


45% 


Oregon 


30% 


Illinois 


20% 


Pennsylvania 


25% 


Indiana 


20% 


Rhode Island 


75% 


Iowa 


15% 


Sooth Carolina 


55% 


Kansas 


20% 


South Dakota 


30% 


Kcnnidcy 


25% 


Tennessee 


35% 


Louisiana 


50% 


Texas 


75% 


Maine 


75% 


Utah 


75% 


Maryland 


20% 


Vermont 


15% 


Massachusetis 


45% 


Virginia 


30% 


Michigan 


50% 


Washington 


30% 


Minnesota 


20% 


West Virginia 


75% 


Mississippi 


50% 


Wisconsin 


35% 


Missouri 


20% 


Wyoming 


35% 



All eligible crop insurance contracts, including CAT, all revenue insurance plans, 
and all other insurance plans, that are designated to the Assigned Risk Fund will 
be placed in a single fund in each state, which is shown under '^B" in sections 
nC and D. 



2. Dcvelopmcntal Funds 



The Company may designate eligible crop insurance contracts to any of three 
Developmental Funds as follows: 

FundC CAT; 

Fund R Revenue insurance plans; or 

Fund B AH other crop insurance plans. 



' / 
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b. If the Company declairs in its Plan of Operations that it will forgo the use of the 
Commercial Fund in ail States, then all eligible crop insurance policies not 
designated to the Assigned Risk Fund will be placed in the appropriate 
Developmental Fund 

c. Designations to Developmental Funds must be made: 

L For carryover crop insuiance contracts insured with the Company the 

previous year that have contract change dates occuiiing on or after July 1, 
not later than the transaction cutoff date for the week coniaining the 30th 
calendar day after the contract change dare for the applicable crop and 
insurance plan for each reinsurance year; 

ii For carryover crop insurance contracts insured with the Company the 

previous year that have contract change dates occuning before July 1, not 
later than the transaction cutoff date for the week containing August Y of 
the reinsurance year, and 

uL For all other eligible crop insurance contracts^ not later than the transaction 
cutoff date for the week containing the 3Qlh day after the sales closing date 
for the eligible crop insurance contract. 

d. The Company must retain at least 35 percent of the net book premium and 
associated liability for ultimate net losses on eligible crop insurance contracts 
placed into each of the Developmental Fimds within each State, The Company 
may retain a greater percentage of the net book premium and associated liability 
for ultimate net losses within any State whenever it designates percentages 
greater than 35 percent in its Plan of Operations for any reinsurance year. Such 
percentage desigiiarions must be in 5 percent increments. The three 
Developmental Funds' retention percentages may differ within a State, The 
liability for ultimate net losses not retained by the Company within each State 
will be ceded to FQC in exchange for an equal pcrcenugc of the associated net 
book preiruum included in the Developmental Funds in that Scalte. 

3. Comracirial Funds 

a. Any eligible crtjp insurance concraa not designated by the Company to the 
Assigned Risk Fund or a Developmental Fund will be placed in one of three 
Commcrdal Funds as follows: 

FundC CAT; 

Fund R Revenue insurance plans: or 

Fund B All other crop insurance plans. 
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b- The Company musr retain at least 50 percent of the net book piemium and 
associated liability for ultimaic net losses on eligible crop insurance contracts 
designated to each of the Commercial Funds within each State, TTie Company 
may retain percentages of the net book premiums and associated liability for 
ultimate net losses within any State whenever it designates percentages greater 
than 50 percent in its Plan of Opcradons for any icinsuiance year. Such 
percentage designations must be made in 5 percent increments* The three 
Commeitnal Funds' retention percentages may differ within a State, The liabilicy 
for ultimaie net losses not retained by the Company within each State will be 
ceded to FCIC in exchange for an equal percentage of the associated net book 
premium included in the Commercial Funds in that State. 

4. Company Minimum Retention 

a. After all proportional reinsurance cessions under this Agreement, the Company 
must retain a percentage of net book premium and associated liability for 
ultimaic net losses that equals or exceeds 35 percent of its book of business. 
However* if more than 50 percent of the Company's book of business is in the 
Assigned Risk Fund or the Company designates eligible crop insurance con t racts 
only to the Assigned Risk Fund and Developmental Funds, the Company most 
retain a percentage of net book prcmiiun and associated liabiliiy for ultimate net 
losses of at least 22^ percent of its book of business, 

b- In the event that the Company fails to retain the required minimimi percentage of 
its book of business under this Agreement, the percent of net book premiums and 
associated liability for uMmaie net losses for ail eligible crop insurance contracts 
included in the Assigned Risk Fund in all States will be increased on a pro-rata 
basis from the 20 percent retention stated in section HB.lJu to the retention 
necessary to meet the minimum retention stated in section ELB Aa. 

C, Non-Proportional Reinsurance 

L Company's Responsibilicy for Ultimate Net Losses 

The non-proportional reinsurance provided hereunder applies to the Company's 
retained book of business in each individual Fund and State after proportional cessions 
under subsection IL3. For each Fund and Statc^ the Compan/s responsibility for 
ultimate net losses will be determined as follows: 

a. Tnc Company will retain the following percentages of the amount by which its 
Tztzintd ultimate net losses in each individual State and Fund exceed 100 percent 
but are less than or equal to 1 60 percent of the Company's retained net book 
premium in that State and Fund for the reinsurance year. 



- - - Page 12 . - - 



Case 1 :06-cv-01 430-RMU Document 1 -2 Filed 08/1 1/2006 Page 1 3 of 33 



(B) (Q (R) 

L Commcrml Fund 50,0 percent 50.0 percent 57.0 percent 

ii Developmental Fund 25.0 percent 25.0 percent 30.0 percent 

ill Assigned Risk Fund 5.0 percent - - - — 

b- In addition to the amount dctcnnincd under section HCI^, the Company will 
retain the following percentages of the amount by which its retained ultimate net 
losses in each bdividual State and Fund exceed 160 percent but arc less than or 
equal to 220 percent of the Company's retained net book premium in that State 
and Fund for the reinsurance year. 

(B) (Q (R) 

L Commercial Fund 4O.0 percent 40,0 percent 43.0 percent 

iL Developmental Fund 20,0 percent 20.0 percent 22 J percent 

iii Assigned Risk Fund 4,0 percent — 

c. In addition to the amounts determined under paragraphs ILCl^ and b., the 
Company wil] retain the following percentages of the amount by which its 
retained ultimate net losses in each individual State and Fund exceed 220 percent 
but are less than or equal, to 500 percent of the Company's retained net book 
premium in that State and Fund for the reinsurance year. 

(B) (C) (R) 

L Commercial Fund 17.0 percent 17.0 percent 17.0 percent 

iL Developmental Fund 11.0 percent 11.0 percent 11,0 percent 

iii Assigned Risk Fund 2.0 percent — 

d FCIC will assume ultimate net losses in excess of the Company's retained 

ultimate losses as determined under paragraphs ILCl^a^ b., and c. In addition, 
FCIC will assume 100 percent of the amount by which the Company's retained 
ultimate net losses in each individual Staic and Fund exceed 500 percent of the 
Company's retained net book premium in that State and Fund for the reinsurance 
year. 

D. Company's Retention of Undenmiting Gain 

1. The amoimt of underwriting gain retained by the Company will be calculated 
separately for each Fund widiin each State as follows: 

a. When the loss rario equals or exceeds 65 percent but is less than 100 percent of 
the Company's retained net book premium in a Fund arjd State for the 
reinsurance year, the Company will retain the following percentages of the 
underwriting gain: 
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(B) (C) (R) 

L Commercial Fund 94.0 percent 75,0 percent 94.0 percent 

il Dcvclopmcnial Fund 60.0 percent 45.0 percent 60.0 percent 

ill Assigned Risk Fund 15.0 percent --- 

b. In addidon lo the amounts of underwriting gain dcicrmincd in the range of loss 
ratios under section ELD.l-a., when the loss ratio eqtials or cxcccdis 50 percent 
but is less than 65 percent of the Company's retained net book premium in a 
Fund and State for the reinsurance ycar^ the Company will retain in that Fund 
and State the following percentages of the underwriting gain: 

(B) (Q (R) 

L Commercial Fund 70,0 percent 50.0 percent 70.0 percent 

iL Developmental Fund 50,0 percent 30.0 percent 50.0 percent 

jiL Assigned Risk Fund 9.0 percent 

c. In addition to the amounts of underwriting gain determined in the range of loss 
ratios under sections ILD.l.a- and b,, when the loss ratio is less than 50 percent 
of the Company's retained net book premium in a Fund and State for the 
reinsurance year, the Coinpany will retain in that Fund and State the following 
percentages of the underwriting gain: 

(B) (Q (R) 

L Commeixnal Fund 1 1.0 percent 8,0 percent 1 1.0 percent 

iL Developmental Fund 6.0 percent 4.0 percent 6,0 percent 



iii Assigned Risk Fund 2.0 percent 



2. The underwriting gain or loss for each individual Fund will be totaled for each State to 
determine the net underwriting gain or loss for that State, 

3. The Company's net undcrwritmg gain or loss will be determined by totaling the net 
underwriting gains cff losses for all States. Any net underwriting gain will be paid by 
FCIC to the Company at annual settlement except as provided in section TI.D>4. Any 
net underwriting loss of the Company will be; paid to FQC by the Company with each 
monthly summary report. 

4. Reinsurance Accoum 

a. All calculations described in this section air only applicable to the annual 

scrticmenL The balance in the Company^s reinsurance account is subject to the 
provisions of section V,U. 
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b. If ihc Company's ovcrzil gain for all States in any idjisurancc year exceeds 
17.5 percent of its retained net book prcmiuin for that reinsurance year, 

60' percent of the amount above 17.5 percent will be held by FCIC in a Company 
reinsurance accounL 

c. If the Company retains an overall loss or an overall gain less than 17 J percent of 
its retained net book premium in any reinsurance year, any balances in the 
Company's reinsurance account wiH be paid to the Company to the extent 
needed to obtain an overall gain of 17.5 percent of rcuincd net book prcminni* 
or a lesser amount if the balance in the account is not adequate to achieve this 
percentage, 

d. Except only for those funds that are the subject to the provisions of sccuon VJC 
or to lirigarion or arbitradon between the Company and FQC or set-off in 
accordance with secrion V,U., fxmds from a reinsurance year that have been 
placed m this account for any one irinsurancc year will be rttumcd to die ' 
Company 2 yean after the first annual setdemcru for such reinsurance year* 
Payments will be made on a first in, fiiM out basis* (For example, any balance 
remaining from the 1 998 reinsurance year will be paid in February 2001.) 

e. In the event of cnninarion or nonrenewal of this Agreement, balances in the 
reinsurance account wiU be paid, less those fimds that arc subject to a claim by 
FQC as follows: 

L If icrminatcd by the Company, 50 percent of the balance will be paid at the 
date of the annual serdcment that would have ocarrrcd for the first 
reinsurance year after termination, and 50 percent will be paid 1 year later, 
provided neither the Company nor any other company associated widi the 
Company (as determined by FCICT) has applied for reinsurance under the 

ACL 

iL Whenever FQC terminates this Agreement or does not renew this 

Agreement or offer any subsequent Agreement, any remaining balance shall 
be paid 1 year after the first armual setdcmcnt of the reinsurance year 
terminated. 

f. Nonvithstanding any provision of any earlier Standard Reinsurance Agreement, 
any balance in the reinsurance accoimt accumulated from the 1997 or prior 
reinsurance years will be paid out in accordance with section ILD.4, This 
provision will be implemented at the time of the annual setdcmcnt for the 
Agreement in effect for the 1997 reinsurance year. No interest will be paid on 
jltich amounts. 
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E. Commercial Reinsurance 

The Company may rcinsurc commcrrially iis liabiliry for uldmaic net losses remaining after 
aU cessions under this AgrccmcnL When commcrriaJ reinsurance is rcquiicd in order for the 
Company to meet the Standards for Approval (7 CF,R. pan 400. subpart L), the Company 
must describe in the Plan of Operations its commercial. reinsurance plan and provide the 
documenunon required by FCIC lo assure thai the potential liability for premiums retained 
after such commcrdaJ reinsurance meets the requirements contained in the Standards for 
Approval 

SECTION m. SUBSIDIES AND ADMINISTRATIVE FEES 

A, FCIC will provide risk subsidy and A&O subsidy on behalf of pnxiucen as follows: 

1. Risk subsidy shall be determined as provided by the Aa and will be provided to the 
Company on the monthly summary rcpon. 

2. A&O subsidy for eligible crop insurance contracts will be dcicixoined as set forth 
below and wUl be paid to the Company on the monthly stmimaiy rcpon after the 
Company submits, and FCIC accepts, the informanon needed to accurately establish 
the premium for such eligible crop insurance contracts. Notwithstanding the 
provisions of this sccrion, under no circumstances will A&O subsidy be paid in excess 
of the amount authorized by statute. 

a- For any eligible CAT crop insurance contract, percent of net book premium, 

b. For revenue insurance plans that can not increase liability whenever the market 
price at harvest exceeds the market price at the time of planting, 27-0 percent of 
the net book premium attributed to such eUgiblc crop insurance contracts, not to 
exceed the amount that would have been paid had each eligible producer 
purchased limited or additional coverage under an insurance plan that insures 
loss of individual yield. 

c. For revenue insurance plans that caix. increase liability whenever the market price 
at the time of harvest exceeds the market price at the time of planting, 23.25 
pcrxrent of the net book premium attributed to such eligible crop insurance 
contracts, 

d. For eligible crop insurance contracts that provide coverage under the GRP, 25.0 

percent of the net book premium anributcd to such eligible crop insurance 
contracts. 

e. For limited or axJdinonal coverage not included in sections IILA^ b^ c, and d., 
27.0 percent of net book premium attributed to such eligible crop insurance 
contracts. 
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f. The amounrs payable under sections ]II,A,2.b., c, d, and e,, will be reduced by 
the amount of administrative fees applicable lo such policies retained by the 
Company. 

g. If the amount of Ai&O subsidy payable to the Company for any limited coverage 
eligible crop insurance contract is less than the administrative fee retained by the 
Company on such contract, the administrative fee will be considered payment in 
full for the AifeO subsidy on such coniracL 

B. The Company shall collect administrative fees from producers and may retain only such 
amounts as set forth herein: 

1 . For CAT, S50 for each eligible crop insurance contract, not to exceed S200 per county 
and S600 for all counties combined for each eligible producer. The Company shall 
retain not more than $100 per county for each eligible producer as compcnsadoa for 
the costs of selling and servicing the eligible CAT crop insurance contiacis. In the 
event the eligible producer is a limited resource fanner as defined in the regulations, 
the Company shall submit the required evidence to FQC and FCIC shall pay the 
Company the appropriate fee on the monthly sununary repOTL 

2. For limited coverage, 550 per eligible crop insurance contract, not to exceed S200 per 
county and $600 for all counties combined for each eligible producer. The Company 
shall retain not more than $100 per county for each eligible producer. Any fees 
retained by the Company will be offset against the A&O subsidy. 



-3. 



For additional coverage, SI per eligible crop insurance contract to be paid to FCIC 
by the Company. 



C. The amount of A&O subsidy may be adjusted to a level that FCIC dctcnnines to be 
equitable if issiting or servicing eligible crop insurance contracts involve expenses that vary 
significanily from the basis used to determine the A&O subsidy under this section: P^nvided : 
That such A&O subsidy docs not exceed the maximum amount specified by stamte, 

D. In the event the Company determines that it can deliver eligible cn^p insurance contracts for 
less than the A&O subsidy paid iindcr this section, it may apply to FQC for approval to 
reduce the amoimt of producer premitmi charged to policyholdcn by an amount 
corresponding to the value of the efficiency. 

E. With the exception of raisins, the Company may not submit estimated data for the purpose 
of establishing premium, liabiHty, or indemnity. For raisins, the Company may submit 
estimated reports not to exceed 2 tons per acre, which will be used to determine the 
estimated A&O subsidy for eligible raisin crop insurance contracts. In the event the acmal 
raisin net book premium is less than this estimate, the Company will include the excess A&O 
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subsidy as an amoant owed lo FCIC in ihc first monthly summary rcpon after the acmal 
raisin tonnage is known. Interest on this anioant, at the rate set forth in sccrion V.C2, 
calculated from the date of payment by FQC to the date of the monthly summary rcpon 
upon which the acmal lonnage is reported, must be included as an amount owed to FQC 

F. The billing statement provided to the policyholder will contain the following infonnadon: 
L The tocaJ premium calculated by adding 2 and 3 below; 

2- The risk subsidy and A&O subsidy paid or provided by FCIC to the Company on 
behalf of the policyholder; and 

3. The amount of premium and any administiarivc fees due the Gampany from the 
policyholder. 

G. All data on which liabiliries and premiums axe based must be reported by the Company and 
accepted by FCIC not later than the transacdon cut-off date for the twelfth week after the 
week that includes the latest acreage reporting dare specified in the actuarial data master file 
for any eligible crtjp insurance contract insured by the policyholder. The A&O subsidy for 
eligible crtjp insurance contracts under this Agreement will be reduced if the data arc 
delayed, unless the delay is caused in whole or in pan by FCIC, as follows: 

Data Received 

0^]pny Weeks KcdaCTJOn 

13th through 15ifa U percent 

I6ih through 17ih 3,0 percent 

IStfa or more 4 J percent 

H. No A&O subsidy for eligible crop insurance contracts under this Agrccmcnt will be paid if 
the agent or loss adjuster SSN is not submitted and accepted by FQC 

I. A&O subsidy will be paid to the Company bcgiiming with the October monthly sununary 
report- It will be paid in one installment based on the data obtained from accepted acreage 
reports (preliminary tonnage rcpon for eligible raisin crop insurance contracts) in 
accordance with processing provisions contained in Manual 13,* 

SECTION IV. LOSS ADJUSTMENT EXPENSES 

A. For eligible CAT crop insurance contracts, FCIC will pay to the Company an amount equal 
to 4,7 percent of the total net book premium for eUgible CAT crop insurance contracts 
computed at 65 percent of the recorded or appraised average yield indemnified at 
100 percent of the projecied market price, or equivalent coverage, for loss adjustment 
expense. The loss adjusnnent expense specified in this section will be included in the 
. monthly summary rcpon containing the data obtained from acreage reports that have met 
the processing provisions specified in Manual 13, In addition to the amounts sta^d in this 
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subsection: 

1. If the actual loss rano on the Company's net book premium of all eligible CAT crop 
insurance conuacii for the reinsurance year exceeds 60 pciccnt but is not greaicr than 
160 percent, FCIC will pay to the Company, as loss adjustment expense, an addiuonaJ 
0.017 percent of the net book premiuni on all eligible CAT crop insurance conoacG 
reinsured under this Agreement for each full point between a 60 percent and 
160 percent loss lario. The loss adjustment expense payable to the Company under 
this paragraph will not exceed 1.7 pcrcenL The loss adjustment expense payable to 
the Company under this paragraph for such eligible CAT crop insurance contracts shall 
be computed on premium determined at 65 percent of the recorded or appraised 
average yield indemnified at 100 percent of the projeacd market price, or equivalent 
coverage. 

2. In addition to the amounts stated in section rV.A.l, if the actual loss ratio on the 
Company's net book premium of all eligible CAT crop insurance contracts for the 
reinsurance year exceeds 160 percent but not greater than 260 percent, FCIC will pay 
to the Company, as excess loss adjustment expense, an additional 0,007 percent of the 
net book premium on all eligible CAT crop insurance contracts rcinsinrd under this 
Agreement for each full point between a 160 percent and 260 percent loss ratio. The 
excess loss adjustment expense payable under this paragraph will not exceed 
0.7 percent. The excess loss adjustment expense payable under this paragraph for 
such eb'gible CAT crop insurance contraas shall be computed on premium determined 
at 65 percent of the recorded or appraised average yield indemnified at 100 percent of 
projected market price, or equivalent coverage. 

B. Loss adjustment expenses under section IV.A- will be included in the monthly summary 
report that contains losses exceeding the thresholds specified in section IV j\- and that meet 
the processing provisions specified in Manual 13, 

SECTION V. GENERAL PRO VISIONS 

A. Collection of Information and Data 

The Company is required to collect and provide to FQC the SSN or the EIN as authorized 
and required by the Food, Agriculmrc, Conservation, and Trade Aa of 1990 (Pub, L. 
101-624), and the regulations promulgated thereunder, as codified in 7 CFJL pan 400, 
subpart Q, 
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B- Reports 

1. The Compauny must submit accurate and detailed contract dau to FCIC through the 
DAS in accordance wiih the n^uircmcnts of Manual 13. The DAS will only accept, 
and the Company will only be rcquircd to submit data through the automated system 
for 3 years folloudng the first annual sccdemcnt for the reinsurance year. Setdemeni of 
claims sdJl in lirigarion, arbitration, or any administrative proceeding 3 yean after the 
first annuaJ serdcmcnt for such irinsurance year must be reported to FQC and will be 
processed manually following final resolution of such action, 

2. All reports submitted for reimbursement must be certified by an authorized officer or 
authorized employee of the Company. The required ccnificarion statements arc 
contained in Manual 13. 

3. Failun: of the Company to comply with the provisions of this Agreement, including 
timely submission of the monthly and annual sccdement data and reponSt orany.odicr 
rcpon required by this Agreement docs not excuse or delay the requirement to pay any 
amount due to FCIC by the dates specified hciein. Failure of the Company to make 
payment in accordance with the provisions of this Agreement is a default of this 
Agreement by the Company. In addition to the payment of applicable interest, such 
actions may be a basis to suspend or terminate this Agreement. 

4. Producer premiums and admiitistrativc fees collected by the Company must be 
reported on the monthly summary rcpon submitted in the next calendar month after 
collection. Producer premiums and administrative fees that arc uncollected for each 
billing date must be reponcd by the Company on the monthly summary lepon for the 
month following the month contairung the billing date, 

5. All payments due FCIC from the Company will be netted on the monthly and annual 
serdement reports with amounts due the Company from FCIC Any amount due FQC 
as a Tcstilt of the netting effea must be deposited on or before the Company's payment 
date directly into FQC's account in the U, S, Treasury by EFT. FQC will remit 
amounts due the Company by EFT on or before the FQC payment date. Any 
amoimts due FQC or the Company that,^ not timely remined are subject to the 
interest rate provisions contained in section V, C, with such interest accruing from 
the date such payment was due to the date of payment. 

6. In the event that a payment would be due to the Company except for the erTt)neous 
rejection of data by FCIC, the Company shall be entitled to interest accrued on these 
amounts for the period of such delay, at the rate provided in section V. C 1 . 
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1. In axldidon to the icponing requirements contained in Manual 13, the Company will 
provide other information relating to poUrics reinsured hereunder as may be requested 
by FOC. 

8. All payments and rcpons arc subject to post audit by FCIC in accordance with section 
Y.X, 

C Interest 

L Any interest that FCIC is required to pay the Company under the terms of this 
Agreement will be paid in accordance with the interest provisions of the Contract 
Disputes Act (41 U,S.C. 601 ^xificO- 

2. Any interest that the Company \s required to pay FQC under the terms of this 
Agreement will be paid at the simple interest rate of 15 percent per annum. 

3. The Company will repay with interest any amount paid to the Company by FQC that 
FCIC or the Company subscquendy determines was not due. 

4. FCIC will repay with interest any amount paid by the Company to FCIC which FQC 
subsequcndy determines was not due. 

D. Escrow Account 

1, At the Company's request, FQC will allow the Company to establish an escrow 
account in the name of FQC at a bank designated by the Company, and approved by 
FQC to reimburse the Company for payment of losses to eligible pnxiucers by the 
Company, The Company's bank must pledge collateral as required by 31 Ci^.R. 202 
in the amount determined by FQC, The rcqtnrcmcnts for funding the escrow account 
and monthly balancing are contained in Manual 13 and the Escrow AgrccmcnL 

2, Any Company that elects not to utilize escrow funding will be leimbuncd for paid 
losses validated and accepted on the monthly sinnmary rcpon. 

3, For ifac purpose of this Agreement, any loss will be considered paid by the Company 
when the instnmient or document issued as payment of the indemnity has cleared the 
Company's bank account 

E. Form Approval 

The Company must submit for FQCs approval all forms incorporated by reference into the 
eligible crop insurance contracts reinsured under this Agreement- Any such forms must not 
be used by the Company until approved or otherwise authorized in writing by FQC. 
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F. Supplemental Insurance 

L The Company musi not scU any contract of insmancc or similar insminicnt that may 
shift risk to or otherwise increase the risk of any eligible crop insurance conaact sold 
or reinsured by FCIC. . The Company must submit any contracts of insurance or 
similar instruments to FCIC for review and approval prior to selling them, FCIC will 
not reimburse the Company for any loss occurring on an eligible crop insurance 
contract if the Company sold a coniraa of insurance that FCIC determines to have 
shifted risk to or increases the risk of such eligible crop insurance contract reinsured 
under this Agreement, or if the Company administcn the contract of insurance ra a 
manner inconsistent with its submission and die FQC approval 

2. The Company must maintain and make available to FQC the SSN and EIN and 

underwriting information pertaining to any contract of insurance written in conjunction 
with eligible crop insurance contracts reinsured under this Agreement, including the 
contraa number of the related eligible crop insurance contract. 

G, Insurance Operations 

L Plan of Operations 

a. This Agreement becomes effective with respect to any reinsurance year upon 
approval of the Company's Plan of Operations by FQC The Plan of Operations 
must be submitted to FQC by April 1 preceding the reinsurance year. 

b. The Plan of Operations must meet the rcqttijemcncs and be in the formal as 
contained in appendix 2, 

c. The Company may submit a request to amend an approved Plan of Operations at 
any time to reflect changing business considerations and sales expccrations. 
Such amendments must be in writing and must be approved by FQC in writing 
before implementation by the Company. The request will be evaluated foUowing 
the procedures applicable to a timely filed original plan, except thai FQC will 
also consider whether FQC's risk is materially incieascd Requests for 
amendment where the risk has materially increased will only be considered if 
FQC, at its sole discretion, determines that its actions or those of USDA ba\'c 
substantially increased the risk of underwriting loss on eligible crop insurance 
contracts previously written by the Company. 

d. The Plan of Operations is incorporated in this Agreement by reference. Material 
failure to follow the Plan of Operations may be a basis for FQC to terminate this 
Agreement. 
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2. General Operarions 

a. All eligible crop insurance contracts reinsured under this Agreement must be sold 
by properly trained and licensed agents. Employees, agents, brokers, solicitors, 
or any other sales reprcscntadves of the Company who quote premium rates and 
coverages or provide other information in the sale of eligible crop insurance 
contracts to current or prospective policyholders must be licensed or ccrdficd in 
crop insurance if available, or in the property and casualty line of insurance if a 
crop insurance license or ccrtificarion is not available. 

b. The Company shall not permit its sales agents, agency employees, sales 
supervisors, or any spouse or family member residing in the same household as 
any such sales agent, agency employee, or saJcs supervisor to be involved in any 
way with the following activities in any county or adjoining county where the 
sales agent, agency employee, any competing agency or sales supervisor 
performs any sales functions: 

i. The supervision, control, or adjustment of any loss; 

ii. A determination of a claim or cause of loss; or 

iiL Verification of yields for the purpose of establishing any insurance 
coverage or guaianicc, 

c. The Company shall not permit its claims supervisors or any employee or 
contractor involved in the determination of the amount or cause of any loss to be 
involved in any way with the sales of any eligible crop insurance contract in any 
county or adjoining county in which they perform any loss adjustment or claims 
services. 

d. The Company shaD not permit its sales agents, the owners or employees of its 
sales agencies, its sales supervisors, or any spouse or family member residing in 
the same household as any such person, to be involved in underwriting any 
eligible crop insurance contract written by any such person. 

e. Any pcnon employed by the Company for the general supervision of the crop 
iosuiance piogram in an area may supervise activities associated witii the general 
administration of the crop insurance program in that area, which may include 
training, servicing, underwriting, and loss adjusting. However, all quality control 
reviews must be conducted by objective and unbiased persons who were not 
involved in establishing the guarantee or adjusting the loss, or the sales or 
supervision of sales for the policies reviewed. 
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f. The Company must verify all yields and other informarion used to establish 
insurance guarantees and indemnity payments in accordance with the pnxedurcs 
approved by FQC. Guarantees must be verified in accordance with the 
requirements of the approved Manual 14 and applicable procedures, 

g. The Company must use crop insurance contracts, standards, procedures, 
methods, and instructions as issued or approved by FCIC in the S2lcs, service, 
and loss adjustment of eligible crop insurance contracis, 

3. Managing General Agents 

If the Company will perform its rcspcnsibilines under this Agreement through a MGA, 
the Company must certify to FQC in the Plan of Operations that such MGA is in full 
compliance with the laws and regulations of the State in which such MGA is 
incorporated or, in the absence of such laws, and regulations, with the National 
Association of Insurance Commissioners' Model Aa governing MGAs, 

H. Access to Records and Operations 

Upon written request, unless otherwise authorized by the ?4anager of FCIC, the Company 
must provide FCIC reasonable access to its offices, persotinel (including agents and loss 
adjusters), and all records that pertain to the business conducted under this Agreement at 
any time during normal business hours for the purpose of investigation, audit or 
examination, including zcctss to reconls on the operation of the Company. The Company 
must designate in its Plan of Operations each location where records and documents art 
retained- Records pertaining to premium or liability must be retained until 3 years after the 
annual settlement date for the respective reinsurance year. FQC may require on a 
casc-by-casc basis the Company to retain certain specified records for a longer period if it so 
notifies the Company in writing at any time before disposal of the rrcord. The Company 
should be aware that the statute of limitations for bringing a suit for any breach of this 
Agreement is 6 years. For the purpose of this section the term "FQC" includes all U.S. 
Government agencies including but notlimitcd to USDA Office of Inspector General, the 
General Accounting Office, and the Department of Labon 

L Compliance and Corrective Action 

L The Company must be in compliance with the provisions of this Agreement, the laws 
and regulations of the United States, the laws and regulations of the States and locales 
in which the Company is conducting business under this Agreement, unless such State 
and local laws and rcgularions are in conflia with this Agreement, and all bulletins, 
handbooks, insCTucrions, and procedures of FQC, 

2. The Company must cooperate with FQC in the review of Company operations. 
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3. If FCIC finds ihar the Company has not complied widi any provision of this 
Agreement, and the Company has not taken appropriaic steps to correct the reported 
act of non-compliance, FCIC may at its discierion, require that the Company take 
corrccrive action within 45 days of the date of such written demand. The Company 
must provide FOC with satisfactory docrnncniaiy evidence of the corrective action 
taken to address the rcponcd act of non-compliance, 

4. Whenever an act or omission by the Company maiciialiy affects the existence or 
amoani of the indemnity or premium paid (including but not linuted to incorrca APH 
calculations; improper adjustment of loss; sales agents or sales supervisors involved in 
the adjustment of losses; failure to verify eligibiEty for insurance, acreage planted or 
prevented from planting, insurable shares, insurable causes of loss, unit divisions, or 
nonstajidaid classifications) and FCIC is able to determine the correa amount of 
indemnity or premium that should have been paid: 

2L FCIC shall require the Company to rcpon to FCIC through the DAS system the 
conrct amount of indemnity or premiums, and 

b. FCIC may require the Company to refund any AxtO subsidy that exceeds the 
amount the Company was enridcd to receive, 

5. The Company provides valuable program delivery services for which payment is made 
in the form of A&O subsidy. FCIC and the Company agree thai FQC is damaged by 

a faOure of the Company to provide services or to comply with FCIC requirements and 
procedures and that the value of such service or failure to comply is difficult to 
dcicrmine because damages arc uncertain and the amount of services or failure to 
comply is difficult to quantify. FCIC and the Company agree that in view of the 
difficulty of determining the exaa value of each service, the amounts stated below arc 
reasonable estimates of the value of such services* 

a. If the Company's loss adjustment performance and practices arc not carried out 
in accordance with this Agicemerit and FQC assumes the Company's loss 
adjustment obligations, the Company shall pay FQC an amount equal to 

10 percent of the net book premium on all eligible crop instn^nce contracts 
adjusted or readjusted by FQC 

b. If this Agrrcment should be terminated for cause, the Company shall pay FQC 
the equivalent of 10 percent of the net book premium for all eligible crop 
insurance contracts. 

c. In the event of the following failures to comply with the terms and conditions of 
this Agreement, the Company shall pay FQC as follows: 
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L For failure to follow approved salts agent training rcquircincnts contained 
in Manual 14, 1 percent of the net book premium for eligible crop 
insurance contracts written by sales agents not trained in accordance with 
Manual 14 if, for the purposes of this subparagraph only, the number of 
such sales agents exceeds 5 percent of all sales agents requiring training; 

ii. For failure to follow approved loss adjuster training requirements contained 
in Manual 14, 1 percent of the net book premium for eligible crop 
insurance contracts adjusted by loss adjustcn not trained in accordance 
with Manual 14 if, for the purposes of this subparagraph only, the number 
of loss adjusters exceeds 5 percent of the loss adjusters requiring training; 
and 

iil For failure to follow approved quality control review requirements in 
Manual 14, 1 percent of the net book premium for eligible crop insurance 
contracts not reviewed in accordance with Manual 14, but which were 
required to be reviewed, if the number of reviews not performed exceeds 
5 percent of the nimibcr required, 

d. For failure to follow FCIC approved procedure that materially impacts the 
existence or amount of the loss, the Company shall pay to FQC 3 percent of the 
net book piemitun of all eligible contracts for which each failure occurred 

e. The total amount payable under sections V. L 5. c. and d. may not exceed 4«5 
percent of the net book premium on each eligible crop insurance contract for 
which any payment is due FCIC under sections V. L 5. c, or d_ 

Any payment due firom or paid by the Company under this section shall be in addition to and 
without prejudice to any other rights of FCIQ or the United States, if the deficiency in 
compliance with terms and conditions of this Agreement result from the Company's 
violation of criminal or dvil false claims statutes, 

7. FQC may, at its sole discretion, waive, reduce or delay repayment 

8. Any amounts due from or paid by the Company under this section shall be paid by the 
Company to FQC on the next monthly summary or annual settlemciu rcpon after a 
6nal determination by FQC Any payment not timely paid will be subjca to 
provisions of section V,C 

9. If FCIC collects any amount in accordance with section V. L 4. or V,L5.a. or b„ then 
FQC will not require the Company to pay any amount under section V. L 5*d- on the 
same eligible crop insurance contracts. 
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10. Nothing in this subsection prevents FOC from collecting any amounts due under this 
subsection from the Company and suspending or teiminaring this Agreement. 

J. Suspension 

FQC may suspend this Agreement for cause due to a material failure to perform or comply 
with obligations under this Agreement If this Agreement is suspended for cause: 

1. The suspension will remain in cffea until FCIC determines that the Company has 
corrected the failure and has taken sttps to prevent its occurrence. 

2. 7/hile suspended, the Company may not sell any new crop insurance contracts under 
this Agreement- However, if required by FQC the Company must service all eligible 
crop insurance contracts in effect at the time of the suspcnsion. 

3. If the Company docs not propcriy service existing crop insurance contracts as required 
by section V J J, or has not corrected the failure within 45 days of the date the 
Company is notified of the suspension, this Agreement will automaricaHy terminate at 
the end of the reinsurance year. 

K. Termination 

1. FQC may terminate this Agreement for cause due to a material failure to perform or 
comply with obligations under this Agreement. If this Agreement is terminated for 
cause, FQC will not provide reinsurance for eligible crop insurance contracts issued 
or renewed after the date of the lerminanon, FQC will provide reinsurance for 
eligible crop insurance contracts in effect as of the date of the terminarion until the 
next cancellation date, 

2, If FQC tciminatcs this Agreement for the convenience of the government, FQC will 
not provide reinsurance for any eligible crop insurance coniraa renewed or issued 
after the date of terminarion. FQC will continue to provide A&O subsidy, risk 
subsidy, and reinsurance to the extent allowed under this Agreement for eligible crop 
insurance contracts in effect as of the date of the termination until the next canccUarion 
date. No additional damages or amounts will accrue to the Company because of such 
terminatioa 

L, Disputes and Appeals 

1. The Company may appeal any actions, finding, or decision of FQC under this 
Agreement in accordance with the provisions of 7 CJFJL 400J69, 
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2. FGC shall generally issue a fully documenicd decision wiihin 90 days of the receipt of 
a nodce of dispute accompanied by all infonnarion necessary to render a decision. If a 
decision cannot be issued wiihin 90 days FCC vnil nodfy the Company within the 90 
day period of the reasons why such a decision cannot be issued and when it will be 
issued- 

M, Renewal 

This Agrccmeni will continue in effect from year to year with an annual renewal date of 
July 1 of each succeeding year unless FQC gives at least 180 days advance notice in writing 
to the Company that the Agreement will not be renewed-. This Agreement will auiomaiically 
terminate if the Company fails to submit a Plan of Operations by the date such Plan of 
Operations is due unless such other date is approved by FCIC in writing. 

N, Appropriation Contingency 

The payment of obligations of FCIC under this Agreement are contingent upon the 
availability of appropriadons. Notwithstanding any other provision of this Agreement, 
FCICs ability to sustain the Agreement depends upon the FQCs appropriation. If FCICs 
appxopriarion is insufficient to pay the obligations under this Agreement, and FCIC has no 
{ \ other source of fomds for such payments, FCIC will reduce its payments to the Company on 

a pro rata basis or on such other method as determined by FQC to be fair and equitable. 

0. Replacement r 



This Agreement replaces any previous Standard Reinsurance Agreement benvecn FCIC and 
the Company, except that any obligations continuing under any previous Agreement will 
remain subject to the terms and conditions of such previous Agreement. 

P. Cut-Through and Preemption of State Law 

1. Whenever the Company and its policy issuing company, if applicable, arc unable to 
fulfill their obligations to any policyholder by reason of a directive or order duly issued 
by any Department of Insurance, Commissioner of Insurance, or by any cotm of law 
having competent jurisdiction, or under similar authority of any jurisdiction to which 
the Company is subject, all eligible crop insurance contracts affccicd by such directive 
or order that are in force and subject to this Agreement as of the date of such inability 
or failnre. to perform will be immediately transferred to FQC without further action of 
the Company by the terms of this AgrccmcnL FCIC will assume all obligations for 
unpaid losses whether occurring before or after the date of transfer, and the Company 
must pay FCIC all funds in its possession widi respca to all such eligible citjp 
insurance contracts transferred including, but not linuted to, premiums collected The 
Company hereby assigns to FCIC the right to all uncollected premiums on all such 
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policies. No asscssincni for any guarantee funds or similar programs may be 
compuicd or kvicd on the Company by any State for or on account of any premiums 
payable on eligible crop insurance contracts reinsured under this AgrcemcnL 

2. The provisions of 7 CJF.R. pan 400, subpan P pcnaining :o prccinption of State or 
local laws or regulations are specifically incorporated herein and made a pan hereof. 

Q. Litigation and Assistance 

1. The Company's expenses inctnxed as a result of litigation art covered by the A&O 
subsidy and the administrarive fee paid by the producer for CAT coverage, FQC has 
no obligation to provide any other funds to reimburse the Company for lirigation costs, 

2. FCIC will also provide indemnification, as authorized by the Act, including costs and 
reasonable anomcy fees incurred by the Company, that result solely finom emars or 
omissions of FQC. 

3. The Company may request FCIC to provide non-monetary assistance, including 
wimesscs, documents, and direction or sm:h other assistance as FQC deems 
reasonable, FCIC may, at its option, elcci to provide such assistance or it may elea to 
intervene in any legal actiotL The Company agrees not to oppose such parriciparion. 
FOC will only agree to the Company's icqucsx for litigation assistance if the 
Company: 

a_ Immediately notifies FQC in writing of the requested action setting forth, the 
reasons such action would be in the best interests of FQC 

b. Presents aU legal arguments favorable to its defense including those suggested 
by FQC and 

c. Does not join FQC as a party to the action unless FQC agrees in writing to be 
joined as a party, 

4. FQC will, at its sole discretion, determine if the requested action under this section 
will be granted. The criteria to determine such action wiU be whether such action is in 
the best interest of FQC and the crop insurance prpgram. 
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R, Suspension and Debarment 

Any pcnon or business cndty who has been dcbancd or suspended by FQC or any other 
VS. Government Agency, may not be used by the Company in any manner which involves 
performance under this AgiecmenL 

S, Member - Delegate 

No member of or delegate to Congress nor any resident commissioner will be admitted to 
any share or pan of this Agreement or to any benefit that may arise thcrcfixKn, except that 
this provision will not be construed lo apply to a benefit frdm this Agreement that accrues to 
a corporadon for its general benefit Members of or dcleeaics to Congress arr eligible to 
pttrchase a crop insurance contract for any crop in which they have an insurable intcicsL 

T, Discrimination 

The Company must not discriminate against any employee, applicant for employment, 
insured, or applicant for insurance because of race, color, religion, sex, age, physical 
handicap, marital staius, or nadonal origin, 

U. Setoff 

1. Funds due firom the Company may be set off under the provisiotis of this Agreement or 
under the provisions of 31 U.S-C chapter 37, 

2. Any amount due the Company under this Agreement is not subject to any lien, 
attachment, gamishment, or any other similar process prior to that amount being paid 
under this Agreement, unless such lien, attachment, or garnishment arises under title 
26 of the United States Code. 

3. Set off as provided in this section will not deprive the Company of any right it might 
othenvise have to contest the indebtedness involved in the setoff action by 
administrative appeal 

4. In the event a Company fails to pay any amount when due under this Agreement, any 
further payments to the Company from FQC will be set off against any amounts due 
FQC regardless of reinsurance year until these amounts are paid wi± appropriate 

interest 

5. If an assignment has been made pursuant to the provisions of section V.V, the 
following provisions will apply with respca to set off: 

a. Norwithstanding the assignment, FQC may set off: 
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i. Any amouni due FCIC under this Asxecmcnt; 

ii. Any amounts for which ihc Compajiy is indebted to the United States for 
taxes for which a nodcc of lien was filed or a notice of levy was served in 
accoidancc with the provisions of the Internal Revenue Code of 1954 (26 
U.S,C. 6323), or any amendments thereto or modificadons thereof, before 
acknowicdgmem by FCIC of receipt of the nonce of assignmenq and 

iii Any amounts, other than amounts specified in paragraphs i. and ii. above 
due to FCIC or any other agency of the United States, if FCIC nodficd the 
. assignee of such amounts to be set off at or before the time 

acknowledgment was made of receipt of the nonce of assignment. 

V. Assignment 

No assignment by the Company shaU be made of the Agreement, <3r the rights thereunder, 
unkss the Company assigns the proceeds of the Agrccmeni to a bank, trust company, or 
other financing instimtion, mcluding any federal lending agency, or to a person or firai thai 
holds a lien or encumbrance at the time of assignment, and the Company receives the prior 
approval of FCIC to assign the proceeds of this Agreement to any other person or firm: 
£cQiidai That such assignment will be recognized only if and when the assignee thereof 
files with FCIC a written nonce of the assignment together with a signed copy of the 
mstrument of assignment, and, Prnvided ftirrher, That any such assignment must cover all 
amounts payable and not already paid imdcr the Agreement, shall not be made to more than 
one party and shall not be subject to further assigtunent, except that any such assignment 
may be made to one parry as agency or trustee for two or more parries. 

W. Liability for Agents and Loss Adjusters 

The Company is solely responsible for the condua and training of its persoimel, agents and 
loss adjusters within the paiametcn of this Agreement. Liability incurred, to the extent it is 
caused by agent or loss adjuster error or omission, or failtiie to follow FCIC approved 
policy or procedure, is the sole responsibility of the Company.' The assumption of 
responsibility under this section is only for the purpose of this Agreement and may not be 
relied ujx)n by any pcnon or entity not a parry to this Agreement for any purpose. 
Rcinstnancc of eligible crop insurance contracts may only be denied if there exists a partem 
of failure to follow FCIC-approved policies or procedures, or allowance of errcrs or 
omissions, or the Company knew or should have known of the failtnr to follow FQC- 
approvcd policies or prtxredurcs, or errors or omissions, and failed to take a p p r o pri ate 
action to correct the situarioiL 
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X. Performance Audit 

Norwiihsianding any other provision hcrrunder, FCIC rausi notify ihc Company thar the 
Company may be responsible for an error, omission, or faHiirc to follow FCIC approved 
policy or procedures; and that a debt may be owed; within 3 years of the end of the 
insurance period during which the error, omission, or failure is alleged to have occurred. 
The failure to provide timely nodce required herein shall only relieve the Company &t)m 
liability for the alleged debt owed. Three ycai^ after the fint annual sctdemcnt, such 
reinsurance year shall be deemed finally closed unless there arc claims still under 
invcstigarion or in litigation, including administrative proceedings, or arbitrarion. Such time 
frames will not be applicable to errors, omissions or proceduraJ violations that are willful or 
intcnrionaL 

Y, Resolution of Disagreements 

If the Company disagrees with an act or omission of FCIC, except those acts implemented 
through the rulemaking process, the Company shall provide written notice of such 
disagreement to the Manager of FQC. Within 10 business days of receipt of notice, ±e 
Manager or a designee will schedule a meeting with the company in an attempt to resolve 
the disagrccmenL Notwithstanding any other provision in this section, any subsequent 
decision by FOC on the act or omission will be final in the administrative process and, 
therefore subject only to review by the Board of Contract Appeals in a matter relating to 
this Agreement or to judicial review. Nothing herein excuses the Company's penormancc 
under this Agreement during the anemptcd resolution of the dispute or constitutes a waiver 
of the Compan/s right to any remedy authorized by law. 
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SECTIGN VL Ccrtirication 

The undersigned acknowledges thai the Company's Board of Dircaors has authorized the 
Company to enter into this Agreement and the Plan of Operations. The undersigned 
acknowledges any misrepresentation in the submission of this Agreement and information 
contained in the Plan of Operations may result in civil or criminal liability against the 
undersigned or their representatives. . 



APPROVED AND ACCEPTED FOR 



THE FEDERAL CROP 
INSURANCE CORPORATION THE COMPANY 



/* 



) 



Signature Signature 



Name Name 



rule Title 



Date Date 
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